The aim of this paper is to investigate the size of the government in 12 OECD countries. Data are gathered from Penn Tables. Clustered robust OLS estimation techniques have been used. The functional form is quadratic is been used, to determine the point where the size of the government is optimal. Government consumption has been used as a proxy variable for government size.
Introduction
Government consumption has been subject of interest of the economists, which is continuously increasing lately. Size of the government consumption, her role, and public sector efficiency are becoming central issue in the policies and economic debates, especially in the conditions of financial and economic crises which we are witnessing now. This is especially emphasized in the Keynesian school about the government intervention in the crisis conditions, i.e. recessions.
In this paper, with a specific econometric analysis we will try to estimate optimal size of the government for a group of countries, i.e. the level of government consumption which generates positive effects in ratio with real GDP per capita.
Economic theory analyses two types of arguments that explain size of the public consumption in a different periods of time, and between different countries.
First category of arguments is that according to the Wagner's law, public consumption elasticity in relation to GDP is larger than 1. As the countries are more developed public services consumption is becoming bigger, and with it the need for the state to provide the same.
From another side, percentage of the government consumption is increasing as a result of the fact that wage growth of the public administration is not properly followed by the productivity growth, which means part of the wage growth is not result of their productivity 4 , while prices of public services are relatively inelastic to the demand for those services.
Second category of arguments that explains public consumption has a political character. Public consumption is being abused for political purposes. In the time of elections governments increase government spending, without taking into account the economic arguments. Such a behavior gives incentive for higher public spending, higher then optimal and generates budget deficit, and also is a cause for low productivity of the economy. This trend is more likely, when government is made by more political parties and, when elections are held more often.
Subject of research in this paper will be analyzing the public spending, as a significant component of GDP, i.e. as a component of the total economic activity. Methods of investigation that are being used in this article are econometric techniques for the basic estimations, mathematical models by which it is developed model for the problem that is a subject of analysis, descriptive statistics of the models . 4 According to the economic logic, workers wage is determined by their productivity, i.e. the wage is determined by the marginal product of labor , VMPL w = Empirical research of the optimal size of the government in a sample of 12 OECD countries
In this research we picked 12 OECD countries (USA, Australia, Мexico, Japan, Italy, $ew Zealand, Chile, Canada Denmark, Ireland, $etherlands, Belgium), macroeconomic data cover the period 1950:2007 year, same data for the specified variables are gathered from PWT 6.3 Penn world tables 5 , this data base 188 countries. Our aim here is to check our variable of interest government spending as percentage to GDP and to estimate the optimal size of the percentage amount of the government in the real GDP. At the very beginning we are publishing descriptive statistics of the model and the description of the variables, and the variables definitions 6 .
Descriptive chosen group of 12 countries, with standard deviation + 3,17%,, minimum is 7,26% from the GDP per capita. Participation of the in real GDP per capita is greater and is 42,5% (minimum) to 79% (maximum) , while the mean of this variable is 57,5% of the real GDP capita.
is on average 27% from the real GDP, with 10, 4% minimum and 43, 1% maximum from the real GDP per capita.
of the economy is measured as export plus import divided by real GDP per capita, on average in the chosen group of countries is 43,38% minimum with maximum of 171%, later are put in the table the  descriptive statistics for  , , and , as well as the . Next will be plotted openness in constant prices as % of GDP , and the government share of GDP in % for the single countries 7 .
On This regression shows that all of the coefficients are statistically significant on all levels of statistical significance, except for the government consumption that is significant on 10%, investment and the general consumption are negatively correlated with the real output per capita, as well as the trade openness which is negatively and statistically significant correlated with the real output per capita. Exchange rate and the terms of trade are positively and statistically significant correlated with the output per capita. Purchasing power parity is negatively correlated with the output.Models explanatory power is 99,76%, Functional form according to Ramsey test is statistically significant at 6% ,according to the F:test we reject the null hypothesis that the variables are jointly insignificant, and we accept the alternative of statistical significance, Type I error probability is 0.0000. (p=0.0670).Government size as percentage of GDP is negatively correlated with the growth of real GDP per capita (if the share of the government consumption as a percentage to GDP increases by 1%, growth rate of the lower output per capita will decrease on average by 0.11%), household consumption is statistically insignificant variable, 1% increase in the investment consumption will induce increase in the real growth per capita by 0.13 %, openness is positively correlated with the growth rate of Real GDP per capita, 1% increase in the openness of the economy will induce increase in the growth rate of the country ,which is statistically and economically significant and its size is 0.13%,exchange rate and population in thousands, are positively and statistically significantly correlated with the growth rate of the Real GDP per capita. While the terms of trade are negatively correlated with the economic growth, terms of trade coefficient is statistically significant, but is very small in size. For the purpose of the analysis we have put time trend variable, but it is statistically insignificant. Explanatory power of the model is 0.1512. 
